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IntroductionIntroduction

Daily Routine for Cash Management

Pre-Investment Activities

Investment of Daily Funds

Reconciliation of Daily Activities
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AssumptionsAssumptions --
Computer  - Desktop / Lap Top
– Spreadsheet software ( EXCEL, Quattro Pro, etc.)
– Staff level of competence for software (formula’s, etc.)

Access to the Internet

Custodian Bank 
– Delivery versus Payment (DVP)

Internal Controls
– Independent Staff to Reconcile/ Audit Investments
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PrePre--InvestmentInvestment ActivitiesActivities

Download Prior Day Bank Activity

Download Intra-Day Bank Activity

Update Cash Flow Model
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Bank ActivityBank Activity

Prior Day Activity – Report
– Shows “ Collected Balance”
– Shows “ Funds Available”

Reconcile Bank Activity to Cash Flow Values” 
– Review Deposits (Wires, ACH)
– Review Expenditures (Wires, ACH, Checks)
– Review “Intra Day” Bank activity
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Daily Cash FlowDaily Cash Flow
Identify current revenues

Identify current expenditures

Determine amount of “idle” cash 

Investment of “idle” cash

Reconciliation of cash flow
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Cash Flow Example  Cash Flow Example  -- 11stst RunRun

11/17/08
Begin Ledger Balance $ 42,000

Receipts $ 37,000
Maturities $ 54,000

Total Revenues $ 91,000
Warrants Paid $ 65,000
Payroll $   1,600
Investments $   - 0 –
Debt Service $   - 0 –

Total Expenditures $ 66,600
Ending Ledger Balance $ 66,400
Target Ledger Balance $ 40,000
Available for Investment $ 26,400
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Cash Flow Example Cash Flow Example -- 22ndnd RunRun

11/17/08 11/17/08
Begin Ledger Balance $ 42,000 $ 42,000

Receipts $ 37,000 $ 37,000
Maturities $ 54,000 $ 54,000

Total Revenues $ 91,000 $ 91,000
Warrants Paid $ 65,000 $ 65,000
Payroll $   1,600 $   1,600
Investments $   - 0 – $ 26,400
Debt Service $   - 0 – $  - 0 -

Total Expenditures $ 66,600 $ 93,000
Ending Ledger Balance $ 66,400 $ 40,000
Target Ledger Balance $ 40,000 $ 40,000
Available for Investment $ 26,400 $  - 0 -
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Multiple Day Cash Flow ExampleMultiple Day Cash Flow Example
1st Run 2nd Run
11/17/08 11/17/08 11/18/08 11/19/08 11/20/08

Begin Ledger Balance $ 42,000 $ 42,000 $40,000 $40,000 $40,000
Receipts $ 37,000 $ 37,000 $15,000 $22,000 $19,000
Maturities $ 54,000 $ 54,000 $27,000 $38,000 $ - 0 -

Total Revenues $ 91,000 $ 91,000 $35,000 $60,000 $19,000
Warrants Paid $ 65,000 $ 65,000 $35,000 $47,000 $28,000
Payroll $   1,600 $   1,600 $ - 0 - $ - 0 - $32,000
Investments $   - 0 – $ 26,400 $ $ $
Debt Service $   - 0 – $  - 0 - $ - 0 - $ - 0 - $ 6,500

Total Expenditures $ 66,600 $ 93,000 $35,000 $47,000 $66,500
Ending Ledger Balance $ 66,400 $ 40,000 $47,000 $53,000 ($ 7,500)
Target Ledger Balance $ 40,000 $ 40,000 $40,000 $40,000 $40,000
Available for Investment $ 26,400 $  - 0 - $  7,000 $13,000 ($47,500)
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Multiple Day Cash Flow Multiple Day Cash Flow –– 
Final Targeting to November 20thFinal Targeting to November 20th

1st Run 2nd Run
11/17/08 11/17/08 11/18/08 11/19/08 11/20/08

Begin Ledger Balance $ 42,000 $ 42,000 $40,000 $40,000 $40,000
Receipts $ 37,000 $ 37,000 $15,000 $22,000 $19,000
Maturities $ 54,000 $ 54,000 $27,000 $38,000 $46,400

Total Revenues $ 91,000 $ 91,000 $35,000 $60,000 $65,400
Warrants Paid $ 65,000 $ 65,000 $35,000 $47,000 $28,000
Payroll $   1,600 $   1,600 $ - 0 - $ - 0 - $32,000
Investments $   - 0 – $ 26,400 $ 7,000 $13,000 $
Debt Service $   - 0 – $  - 0 - $ - 0 - $ - 0 - $ 6,500

Total Expenditures $ 66,600 $ 93,000 $35,000 $47,000 $66,500
Ending Ledger Balance $ 66,400 $ 40,000 $47,000 $53,000 $38,900
Target Ledger Balance $ 40,000 $ 40,000 $40,000 $40,000 $40,000
Available for Investment $ 26,400 $  - 0 - $ - 0 - $ - 0 - ($  1,100)



Office of the Treasurer, City of Anaheim
11

Extended Cash FlowExtended Cash Flow

Expand one day example to a 30 day timeline

Expand to a 90 day timeline

Expand to a one-year timeline
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Detail of Cash FlowDetail of Cash Flow

Identify your major revenue sources:
– Sales Tax, Motor Vehicle in Lieu, Property Tax, etc.

Identify your major expenditures:
– Payroll, Debt Service, Contracts, etc.

Sources of information:
– Budget, Annual Financial Report (CAFR), 

Departments, individual files/receipts/payments
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Portfolio Management Portfolio Management -- 
LiquidityLiquidity

Calif. Govt. Code requires statement of six (6) month 
liquidity (Section - 53646, b, 3)

Your agency unexpected expenditures

Your ‘sleep’ level requires liquidity.

You have to have funds for:
– Payroll      - Debt Service    - Contractual Payments
– Legal Settlements       - ?????
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Investment of FundsInvestment of Funds

Focus on Investment Objectives
– Safety

– Liquidity

– Return on Investment (Yield)
Don’t confuse this with “Return of Investment”
(see “Safety” )
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What What toto Invest Funds In ?Invest Funds In ?

Determined by:
Extended Cash flow
California Government Code (53601)
Agencies Investment Policy
Investment Objectives 
Market access
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ShortShort--Term InvestmentsTerm Investments 
One Day LiquidityOne Day Liquidity

Demand / Checking Account
Bank “Sweep Account”
Money Market Account
L.A.I.F. – State of California
Repurchase Agreement -
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ShortShort--Term InvestmentsTerm Investments 
One Day or LongerOne Day or Longer

U.S. Treasury Bills
Federal Agency Discount Notes
Time Deposits (TCD) – Collateralized
Commercial Paper
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Credit Quality of InvestmentsCredit Quality of Investments

Create an “Approved” List of Issuers
– Selection criteria based on:

Credit quality of issuer
Market presence of issuer

List should be reviewed frequently
– Minimum annually, quarterly is better
– Have access to timely market data
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““Approved” List of IssuersApproved” List of Issuers

Credit criteria should match your agency’s 
risk profile

Types of securities (CP, MTN, MBS, etc.) 
should match your Investment Policy for 
permitted investments

Question if the proposed issuer/security is 
appropriate for your agency
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Credit QualityCredit Quality

Credit Rating – doesn’t tell the whole story
– Lehman Brothers was A1/P1 before bankruptcy

Credit Ratings tend to “Lag” Market Action

Distressed Credit – Market Yield moves 
higher than competitors/like issuers
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Basic Portfolio Basic Portfolio -- LadderedLaddered
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Single Portfolio Structure
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Suggested Portfolio StructureSuggested Portfolio Structure

Divide your portfolio into:
– Short-term maturities or Core Portfolio
– Long-term maturities or Reserve Portfolio

Advantages:
– Clearly define funds available for liquidity
– Can optimize returns on both sub-portfolios
– Each can be managed to a unique benchmark
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Portfolio      Portfolio      
–– Core    /    ReserveCore    /    Reserve
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Determining ‘Fair’ Value of Determining ‘Fair’ Value of 
Investment SecuritiesInvestment Securities

Financial Sources for Security Valuation
– Bloomberg Financial Systems

Broker / Dealer Inventory Listings
– Internet Broker / Dealer Websites
– Competitive Bids / Offers 
– Trade Web
– GFOA Yield Advantage 
– Comparable value to like Securities
– Spread between products.
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Bloomberg Bloomberg -- USSWUSSW
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Bloomberg Bloomberg -- DOCPDOCP
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Bloomberg  Bloomberg  -- BTMMBTMM
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Bloomberg Bloomberg -- NIM2NIM2
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Reconcilement of Daily InvestmentsReconcilement of Daily Investments

All proposed investments must be in compliance 
with the city’s investment policy

Trade tickets are emailed (via Bloomberg) or 
faxed by the selling broker/dealer to the City

All investment activity is compiled into a 
transmittal form to the city’s custodian bank
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ReconcilementReconcilement of Daily Investmentsof Daily Investments

Confirmation receipt received from the city’s 
custodian bank of all investment activity

Separation of activity - all daily investment 
activities reviewed by independent non-
investment

Daily investment activity is entered into the daily 
Cash flow for next days activity.
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SummarySummary

Municipal investment activity is governed by:

– California Government Code, 53600,et al

– Local Agency Investment Policy
Safety
Liquidity
Yield (Return on Investment)
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Where to Get More InformationWhere to Get More Information
Investment Workshops:

– CDIAC, CMTA, CSMFO, GFOA, GIOA, AFP

– Financial Systems: Bloomberg, TradeWeb, BondEdge

– Programs, such as:
Certified Treasury Professional (CTP)
Chartered Financial Analyst (CFA)
Professional Risk Management (PRM)
Master in Business Administration (MBA)
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Questions and AnswersQuestions and Answers

There is no such thing as a dumb question.

or

• The only dumb question is the one you 
don’t ask until after you do something.
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